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MESSAGE  FROM  THE  SECRETARY 


The  Department  of  Agriculture  is  bringing  Government  back  to  the  people  by  working  as  their 
advocate  to  acquire  and  to  diffuse  useful  information  on  subjects  connected  with  agriculture  in  the 
most  general  and  comprehensive  manner.  To  streamline  the  Department’s  spending,  we  will 
scrutinize  our  programs  to  emphasize  the  need  to  manage  them  in  the  most  honest,  productive 
and  cost  effective  way  possible. 


Close  monitoring  and  effective  implementation  by  managing  audit  findings  will  promote  the 
Department’s  mission.  I  will  ensure  that  managers  cony*\e  to^ake  pp^mpt  and  efficient  actions 
to  implement  program  improvement. 


GLIC 
Secretary 
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AGENCY  ABBREVIATIONS 


AMS 

Agricultural  Marketing  Service 

ARS 

Agricultural  Research  Service 

APHIS 

Animal  and  Plant  Health  Inspection  Service 

CCC 

Commodity  Credit  Corporation 

CFSA 

Consolidated  Farm  Service  Agency 

CSREES 

Cooperative  State  Research,  Education  and  Extension  Service 

FAS 

Foreign  Agricultural  Service 

FCS 

Food  and  Consumer  Service 

FS 

Forest  Service 

FSIS 

Food  Safety  and  Inspection  Service 

NASS 

National  Agricultural  Statistics  Service 

NFC 

National  Finance  Center 

NRCS 

National  Resources  Conservation  Service 

OCFO 

Office  of  the  Chief  Financial  Officer 

OFM 

Office  of  Finance  and  Management 

OGC 

Office  of  the  General  Counsel 

OIG 

Office  of  Inspector  General 

OIRM 

Office  of  Information  Resources  Management 

OO 

Office  of  Operations 

RBCD 

Rural  Business  and  Cooperative  Development 

RHCD 

Rural  Housing  and  Community  Development 

RUS 

Rural  Utilities  Service 
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DEFINITIONS 


Questioned  Cost.  A  cost  OIG  questions  because  of: 

•  an  alleged  violation  of  a  provision  of  a  law,  regulation,  contract,  grant,  cooperative 
agreement,  or  other  agreement  or  document  governing  the  expenditure  of  funds; 

•  a  finding  that,  at  the  time  of  the  audit,  the  cost  is  not  supported  by  adequate 
documentation;  or 

•  a  finding  that  the  expenditure  of  funds  for  the  intended  purpose  is  unnecessary  or 
unreasonable. 

Disallowed  Cost.  A  questioned  cost  that  management  sustains  or  agrees  is  not  chargeable  to  the 
government. 

Funds  To  Be  Put  To  Better  Use.  A  recommendation  by  OIG  that  funds  could  be  used  more 
efficiently  if  management  took  actions  to  implement  and  complete  the  recommendation,  including 

•  reductions  in  outlays; 

•  deobligation  of  funds  from  programs  or  operations; 

•  withdrawal  of  interest  subsidy  costs  on  loans  or  loan  guarantees,  insurance,  or  bonds; 

•  costs  not  incurred  by  implementing  recommended  improvements  related  to  the 
operations  of  the  establishment,  a  contractor,  or  grantee; 

•  avoidance  of  unnecessary  expenditures  noted  in  preaward  reviews  of  contract  or  grant 
agreements;  or 

•  any  other  savings  which  are  specifically  identified. 

Management  Decision.  Management's  evaluation  of  the  audit  findings  and  recommendations 
and  the  issuance  of  a  final  decision  by  management  concerning  its  response  to  the  findings  and 
recommendations,  including  necessary  actions. 

Final  Action.  Final  action  means: 

•  the  completion  of  all  actions  that  management  has  concluded  are  necessary  in  its 
management  decision  with  respect  to  the  findings  and  recommendations  included  in  an 
audit  report;  and 

•  in  the  event  that  management  concludes  no  action  is  necessary,  final  action  occurs  when 
a  management  decision  is  made. 


EXECUTIVE  SUMMARY 


Background 


The  Secretary's  Management  Report  to  the  Congress  is  required  by  the  Inspector  General 
Act  Amendments  of  1988.  The  Amendments  require  that  the  Secretary  report  on  the  status  of 
management  decisions  and  final  actions  taken  on  audit  recommendations.  This  is  the  12th 
report  issued  by  the  Department  of  Agriculture  (USD A)  and  covers  the  6-month  period 
October  1,  1994,  through  March  31,  1995.  The  report  reflects  management's  implementation 
of  audit  recommendations  contained  in  audit  reports  issued  by  the  USDA  Office  of  Inspector 
General  (OIG)  and  explains  why  action  on  audits  remains  incomplete  1  year  from  the 
management  decisions.  It  complements  the  OIG  Semiannual  Report  to  the  Congress  which 
includes  data  on  audit  reports  issued  and  the  status  of  management  decisions  made  during  this 
6-month  period. 

Universe  of  Audits 

Over  the  past  6  months,  the  Office  of  the  Chief  Financial  Officer  monitored  and  analyzed 
417  audits  with  2,966  recommendations.  These  audits  contained  approximately  $159  million 
in  costs  that  management  determined  should  not  be  charged  to  the  Department's  programs 
(disallowed)  and  approximately  $1.7  billion  in  funds  which  management  agreed  could  be  used 
more  efficiently  (funds  to  be  put  to  better  use). 

Final  Actions 

Disallowed  Costs  -  Management  completed  action  on  56  audit  reports  containing  125 
recommendations.  As  a  result,  over  $8.8  million  was  recovered  in  disallowed  costs  and  less 
than  $1  million  was  written  off  in  funds  that  management  determined  to  be  uncollectible  due  to 
bankruptcies,  excessive  cost  of  collections,  legal  decisions,  or  terminations  in  program 
participation. 

Funds  To  Be  Put  Ta  Better  Use  -  Management  completed  action  on  16  audits  with  over 
$505  million  in  funds  they  determined  could  be  used  more  efficiently  and  determined  that  less 
than  $700  thousand  could  not  be  used  more  efficiently. 

Audits  Without  Final  Action 

As  of  March  31,  1995,  296  audits  containing  approximately  2,400  recommendations  are 
without  final  action.  These  audits  contain  over  $149  million  in  disallowed  costs  and  about 
$1.2  billion  in  funds  which  management  agreed  could  be  put  to  better  use. 


Of  the  296  audits,  122  do  not  have  final  action  on  the  entire  audit  1  year  from  the 
management  decision.  Explanations  for  these  audits  are  contained  in  Appendix  1  to  this 
report.  Many  of  the  management  decisions  to  effect  corrective  action  on  these  audits  involve 
development  of  long-term  automated  system  changes,  regulations,  and  directives;  legal 
implications;  actions  by  non-USDA  agencies;  and  time-consuming  collection  processes.  Of 
the  122  audits,  management  has  completed  action  on  876  recommendations  containing 
approximately  $54.7  million  in  disallowed  costs  and  approximately  $305.3  million  in  funds  to 
be  put  to  better  use. 

Audits  Under  Appeal  or  Requiring  a  legislative  Solution 

There  are  16  audits  containing  157  recommendations  either  under  appeal  or  requiring  a 
legislative  solution  to  effect  final  action.  Although  the  appeal  and  legislative  processes 
preclude  final  action  on  these  audits  in  their  entirety,  management  completed  action  on  72 
recommendations  containing  approximately  $2.6  million  in  disallowed  costs  and  $3.4  million 
in  funds  that  OIG  recommended  could  be  put  to  better  use. 
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FINAL  ACTION  ON  AUDITS  AND  AUDIT  RECOMMENDATIONS 
WITH  DISALLOWED  COSTS  FOR  THE  6-MONTH  PERIOD 
October  1,  1994  -  March  31,  1995 


The  chart  on  the  following  page  depicts  the  overall  status  of  audits  with  disallowed 
costs  for  this  reporting  period.  As  of  October  1,  1994,  final  action  was  in  process  but  not 
complete  on  139  audits  with  $146,375,996  in  disallowed  costs.  Management  decisions  were 
made  during  the  period  on  68  audits  with  $12,635,249  in  disallowed  costs.  Management 
implemented  action  on  56  audits,  recovering  $8,832,496  in  costs  that  should  not  be  charged  to 
USDA  programs  and  writing  off  $935,088  in  uncollectible  debts  due  to  bankruptcies, 
excessive  cost  of  collections,  legal  determinations,  or  terminations  in  program  participation. 
Additionally,  agencies  either  collected  or  wrote  off  $1,663, 194  as  a  result  of  final  action  taken 
on  30  individual  audit  recommendations. 
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Final  Action  on  Audits  And  Audit  Recommendations 
With  Disallowed  Costs 
October  1,  1994  -  March  31,  1995 


Disallowed  Costs 

Number  of 

Audit  Reports  Dollars 

A.  Management  decisions  with  no 
final  action  as  of 

October  1,  1994 

1391 

146,375,996' 

B.  Management  decisions  during 
the  period 

68 

12,635,249 

C.  Total  management  decisions 
(A  +  B) 

207 

159,011,245 

D.  Final  action  on  audit 
reports 

56 

9,963, 0382 

1.  Recoveries 

(a)  Collections 

1,609,904 

(b)  Other 

7,222,592 

(c)  Property  in  lieu  of 
cash 

2.  Writeoffs 

935,088 

3.  Subtotal  (1+2) 

9,767, 5843 

E,  Audit  reports  needing  final 
action  as  of  March  31,  1993 
(C  -  D) 

151 

149,048,207 

|  RECOMMENDATIONS  | 

F.  Final  action  on  audit 
recommendations 

30 

1,663,194 

1.  Recoveries 

• 

(a)  Collections 

486,169 

(b)  Other 

1,177,025 

2.  Writeoffs 

3.  Subtotal  (1  +  2) 

1,663,194 

G.  Total  final  action  taken 
during  the  period  (D  +  F) 

11,626,232 

‘This  reflects  the  increase  of  one  audit  inadvertently  omitted  from  the  last 
report  and  one  audit  reopened. 


^his  amount  was  reduced  by  $201,997  due  to  documentation  obtained  to  support 
the  costs  and  appeals. 

3This  reflects  additional  collections  of  $6,543. 
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FINAL  ACTION  ON  AUDITS  AND  AUDIT  RECOMMENDATIONS 
WITH  FUNDS  TO  BE  PUT  TO  BETTER  USE  FOR  THE  6-MONTH  PERIOD 

October  1,  1994  -  March  31,  1995 


The  chart  on  the  following  page  depicts  the  overall  status  of  audits  with  funds  to  be  put 
to  better  use  for  this  reporting  period.  As  of  October  1,  1994,  final  action  was  in  process  but 
not  complete  on  56  audits  with  $1,436,287,725  in  funds  recommended  to  be  put  to  better  use. 
Management  decisions  were  made  during  the  period  on  15  audits  with  $244,045,774  in  funds 
to  be  put  to  better  use.  Management  implemented  action  on  16  audits  containing 
$505,295,172  in  funds  to  be  put  to  better  use.  Recommendations  for  $724,762  were  not 
implemented.  Additionally,  agencies  took  final  action  on  $2,616,587  contained  in  four 
individual  audit  recommendations. 
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Final  Action  on  Audits  and  Audit  Recommendations 
With  Funds  To  Be  Put  To  Better  Use 
October  1,  1994  -  March  31,  1995 


Funds  To  Be 

Put  To  Better  Use 

Number  of 

Audit  Reports 

Dollars 

A.  Management  decisions  with  no 
final  action  as  of 

October  1,  1994 

5  6 1 

1,436,287,725 

B.  Management  decisions  made 
during  the  period 

15 

244,045,774 

C.  Total  management  decisions 
(A  +  B) 

71 

1,680,333,499 

D.  Final  action  on  audit 
reports 

16 

505,295,172 

1.  Value  of 

recommendations 

implemented 

504,570,410 

2.  Value  of 

recommendations  not 
implemented 

724,762 

3.  Subtotal  (1+2) 

505,295,172 

E.  Audit  reports  needing 
final  action  as  of 

March  31,  1995  (C  -  D) 

55 

1,175,038,327 

|  RECOMMENDATIONS  | 

F.  Final  action  on  audit 
recommendations 

4 

2,616,587 

1.  Value  of 

recommendations 

implemented 

2,616,587 

2.  Value  of 

recommendations  not 
implemented 

3.  Subtotal  (1+2) 

2,616,587 

G.  Total  final  action  taken 
during  the  period  (D  +  F) 

507,911,759 

‘This  reflects  the  increase  of  one  audit  inadvertently  omitted  from  the  last 
report. 
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AUDITS  UNDER  APPEAL  OR  LEGISLATIVE  SOLUTION 


The  table  on  the  following  page  reflects  16  audits  either  under  appeal  or  for  which  a 
legislative  solution  is  necessary  to  effect  final  action.  These  audits  contain  157 
recommendations  involving  $8,468,874  in  disallowed  costs  and  $383,609,663  in  funds  to  be 
put  to  better  use.  Although  the  appeal  and  legislative  processes  preclude  final  action  on  these 
audits  in  their  entirety,  management  completed  action  on  72  recommendations  containing  over 
$2.6  million  in  disallowed  costs  and  $3.4  million  in  funds  that  OIG  recommended  could  be  put 
to  better  use. 
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AUDITS  UNDER  APPEAL  OR 
LEGISLATIVE  SOLUTION 
OCTOBER  1,  1994  -  MARCH  31,  1995 


Agency 

Administrative 

Appeal 

Judicial 

Appeal 

Legislative 

Solution 

Disallowed* 

Costs 

(Dollars) 

Funds  To** 
Be  Put  To 
Better  Use 
(Dollars) 

CFSA 

4 

1 

0 

6,547,761 

244,200 

RHCD 

0 

0 

4 

0 

381,763,909 

FCS 

2 

0 

0 

1,921,113 

0 

FS 

0 

1 

0 

0 

402,495 

FSIS 

0 

0 

1 

0 

0 

• 

NRCS 

1 

2 

0 

0 

1,199,059 

8,468,874  383,609,663 


*Of  this  amount,  action  is  complete  on  $2,565,614. 

**Of  this  amount,  action  is  complete  on  $3,400,000. 
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APPENDIX  1 

AGENCY  AUDITS  WITHOUT  FINAL  ACTION  1  YEAR 
FROM  THE  MANAGEMENT  DECISION  DATE 


Agencies  did  not  complete  corrective  action  within  1  year  on  122  audits.  The  93  audits 
indicated  with  an  asterisk  (*)  were  in  the  report  for  the  period  April  1-  September  30,  1994. 
Some  audits  contain  multiple  recommendations  affecting  the  completion  of  final  action.  These 
include  complex  automated  system  changes,  collection  activities,  development  and 
implementation  of  regulations  or  directives,  legal  implications,  investigations,  actions  to  be 
taken  by  organizations  other  than  USDA,  and  other  time-consuming  corrective  action  to 
implement  the  management  decisions.  The  122  audits  contain  1 ,270  recommendations. 
Agencies  completed  action  on  876  recommendations  containing  $54,713,784  million  in 
disallowed  costs  and  $305,347,178  million  in  funds  to  be  put  to  better  use. 
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1  YEAR  FROM  THE  MANAGEMENT  DECISION  DATE 
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